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April 23, 2001

Honorable Dennis W. Archer

Honorable City Council

The Office of the Auditor General is pleased to present its Annual Report of operations

for the calendar year ended December 31, 2000 for your review and consideration.  This

report chronicles our auditing activities, human resource activities, strategic initiatives,

process changes and improvements, achievements, and challenges during the past year.

Our work, as detailed in the Audit Abstracts, recommends ways to decrease costs,

increase revenues, and improve program effectiveness.

While this Office has improved over the past few years, further improvements are possi-

ble and necessary.  We will continue to strive to achieve those improvements for the City

government and, ultimately, for the citizens of Detroit.

We hope that you will find the information contained in this annual report helpful.  We

look forward to addressing any comments or questions you might have after your review.

Respectfully submitted,

Joseph L. Harris

Auditor General
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CHARTER MANDATE

The mission of the Office of the Auditor General is to act as an independent, full-service appraisal func-

tion to examine and evaluate City activities in order to improve the accountability for public funds and to

improve the operations of City government. We promote the economy, efficiency, and effectiveness of

City government, and protect against fraud, waste, and abuse by conducting independent audits, investi-

gations, and evaluations; by keeping the City Council and the Mayor fully and currently informed of our

work; by committing to total quality; by adhering to the professional standards of the auditing profession;

and by promoting an atmosphere of mutual trust, honesty, and integrity among staff and the people we

serve.

The Office of the Auditor General (OAG) has the responsibility to conduct audits of the financial trans-

actions of all City agencies at least once every two years, or as otherwise directed by City Council.  This

responsibility entails the following activities:

• A review of the reliability and integrity of financial and operating information and the means used

to identify, measure, classif y, and report such information;

• A review of the systems established to ensure compliance with those policies, plans, procedures,

laws, and regulations that could have a significant impact on operations and reports;

• A review of the means of safeguarding assets and, as appropriate, verifying the existence of such

assets;

• An appraisal of the economy and efficiency with which resources are employed;

• A review of operations or programs to ascertain whether results are consistent with established

objectives and goals and whether the operations or programs are being carried out as planned.     

• Reports issued by the Auditor General provide a continuing flow of information to assist the Detroit

City Council in its of City of Detroit funds, which consist of an annual General Fund Budget of over

$1.26 billion, for the fiscal year ending June 30, 2001.

• Reports issued by the Auditor General provide a continuing flow of information to assist agency

administrators by providing an independent and objective evaluation of agency operations. In addi-

tion, the Auditor General conducts individual, consultative meetings with Agency Directors to form

partnerships and promote internal audit services. 

Audits conducted by the Office of the Auditor General are performed in accordance with Government

Auditing Standards (Yellow Book) issued by the Comptroller General of the United States.
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Joseph L. Harris, Auditor General, CPA, CIA, 

was appointed to a ten-year term as Auditor General of the City of Detroit in December

1995. Before he assumed the leadership role in the Office of the Auditor General, Mr. Harris

was a divisional controller for an international corporation. He has also been a manager in

an international certified public accounting firm and a full-time accounting lecturer at Wayne

State University.

Mr. Harris is a member of the following professional organizations: 

• American Institute of Certified Public Accountants 

• Michigan Association of Certified Public Accountants 

• The Institute of Internal Auditors 

• National Association of Local Government Auditors 

• Association of Government Accountants 

• Government Finance Officers Association 

Mr. Harris earned a bachelor of business administration degree from the University of Detroit

and a master of business administration degree from the University of Michigan.

Ezza R. Brandon, Executive Secretary III,

joined the Office of the Auditor General in 1985. She provides administrative assistance to

the Auditor General and manages the Accounts Payable, Payroll, and Personnel processes for

the Office of the Auditor General. In addition, Ms. Brandon manages the administrative sup-

port staff in the agency. She is a Subject Matter Expert for the Detroit Resource Management

System, with Oracle training and certification in the Accounts Payable, General Ledger, and

Purchasing applications.

Ms. Brandon attended The University of Michigan and Wayne State University. She is a

Certified Stenographer Specialist and Certified Court Reporter.

Angie D. Harvey, Deputy Auditor General, CPA, CIA, 

joined the Office of the Auditor General in February 1999, and was appointed Deputy

Auditor General in November 1999. She has served as a staff auditor for an international cer-

tified public accounting firm, a corporate internal auditor, and an accounting officer within

the financial control division of an international bank holding company. Before joining the

Office of the Auditor General, Ms. Harvey was Director of Internal Audit at a private univer-

sity.

Ms. Harvey earned a bachelor of science degree in finance from Florida A. & M. University

and a master of business administration degree from the University of Michigan. She was

awarded a Mid-Career Fellowship to study public policy at the Woodrow Wilson School of

Public Affairs at Princeton University in 1997.
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Daniel Dean, Chief Auditor, CPA, CIA, 

joined the Office of the Auditor General more than thirty years ago, in an entry-level clerk

position. He has broad knowledge, experience, and an extensive background in City gov-

ernment operations. During his tenure with the office, Mr. Dean has prepared many types of

reports for both internal and external use, performed many types of audits, special analyses,

and other assignments, and audited most City departments from the Airport to the Zoo.

Mr. Dean is a graduate of Wayne State University with a bachelor of science degree in

accounting. His professional memberships include the American Institute of Certified Public

Accountants, Michigan Association of Certified Public Accountants, and the Association of

Fraud Examiners.

Tony Smith, Senior Auditor, CPA, CIA,

joined the Office of the Auditor General in February 1988. He has prior auditing, account-

ing, and finance experience. Mr. Smith has assumed a primary role in internal quality assur-

ance reviews within the Office of the Auditor General.

Mr. Smith is a graduate of Davenport University, where he earned a bachelor of business

administration degree with a concentration in accounting. Mr. Smith is a member of the

Michigan Association of Certified Public Accountants and The Institute of Internal Auditors. 

Richard Drumb, Principal Accountant, CPA,

joined the Office of the Auditor General in April 1999. Before joining the audit team, he

served as business manager for the Detroit Zoological Institute. Mr. Drumb has more than

twenty years of accounting experience. His auditing skills include a special proficiency in

conducting performance audits. He earned a bachelor of accounting degree from Walsh

College. 

David G. Koch, Principal Accountant, 

joined the Office of the Auditor General in February 1999. He has twenty years of auditing

and financial analysis experience in the banking, healthcare, data processing and manufac-

turing industries. He earned his bachelor’s degree at Oakland University while working in a

cooperative business education program with Comerica Bank.
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Jeffrey A. Vedua, CPA, Principal Accountant, 

joined the Office of the Auditor General in March 1990. Mr. Vedua is a member of the

Auditor General’s Information Technology Audit Services Group. He is also a member of the

American Inst i t u te of Cert i fied Public Accountants, Association of Cert i fied Public

Accountants, The Institute of Internal Auditors, and the Information Systems Audit and

Control Association. He earned a bachelor of science degree in accounting from the Colegio

de San Juan de Letran in Manila, Philippines.

John C. Alexander, Auditor ,

joined the Office of the Auditor General in November 2000. Mr. Alexander acquired a

wealth of experience in prior positions including controller, information systems programmer

and manager, community college instructor, and business owner.

Mr. Alexander earned a bachelor of business administration degree and a master of business

administration degree from the University of Toledo. 

Jessica Compton, Auditor ,

joined the Office of the Auditor General in November 2000. She has ten years experience

in financial accounting and one year of experience in corporate internal auditing. 

Ms. Compton’s professional memberships include the National Association of Black

Accountants, The Institute of Internal Auditors, the National Association of Investors Corp.,

and the National Notary Association. 

She is a graduate of Wayne State University with a bachelor of science degree in accounting

and a graduate of Walsh College with a master of science degree in finance.

Darla Greer, Auditor ,

joined the Office of the Auditor General in January 2001. Before joining the Office of the

Auditor General, Ms. Greer worked as a financial analyst at an information technology and

consulting firm. 

Ms. Greer earned a bachelor of arts degree in economics from the University of Michigan.

She is currently enrolled in a master of science degree program in accounting at Walsh

College. Ms. Greer’s expected graduation date is August 2001. 
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Sampson B. Brown, Senior Accountant, 

joined the Office of the Auditor General in February 1990. Previously, Mr. Brown taught eco-

nomics and statistics at Detroit College of Business (Dearborn, MI) and Macomb Community

College (Roseville, MI), respectively. He earned his bachelor of business administration

degree with an emphasis in accounting and a master of arts degree in business economics

from the University of Detroit-Mercy.

Walter C. Griggs, Senior Accountant, 

joined the Office of the Auditor General in December 1990. Before joining the audit team,

Mr. Griggs worked as an accountant with the City of Detroit Department of Public Works.

Prior to joining the City of Detroit, he worked as an auditor in the private sector and as an

accountant in the public sector. Mr. Griggs is a member of the Auditor General’s Information

Technology Audit Services Group. He is also a member of the Detroit Chapter of the

Information Systems Audit and Control Association.

Mr. Griggs earned a bachelor of science degree in accounting from Mercy College of Detroit

(now University of Detroit-Mercy). 

Evans Koskos, Senior Accountant, 

joined the Office of the Auditor General more than twenty-seven years ago. He has an exten-

sive background in governmental auditing and has worked on a variety of audits within many

City of Detroit departments. 

Mr. Koskos earned his bachelor of science degree, with a major in accounting from Detroit

College of Business. He earned his Certified Fraud Examiner designation in 1990.

Ardrenna Lenton, Senior Accountant, 

joined the Office of the Auditor General in September 1996. Ms. Lenton has assumed a pri-

mary role in Facilitation and Control Risk Self-Assessment sessions for the Office of the

Auditor General. Ms. Lenton is a member of the Auditor General’s Information Technology

Audit Services Group. 

Ms. Le n ton earned accounting and business administ ration degrees from Oakland

Community College and Walsh College, respectively.
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Nadine Lett, Senior Accountant, 

joined the Office of the Auditor General in March 1999. Before she joined the audit team,

she was the Director of Accounting for the Charles H. Wright Museum of African American

History.

Ms. Lett holds a bachelor of arts degree in accounting and economics from Edinboro State

University of Pennsylvania. 

Stephen J. Pyles, Senior Accountant, 

joined the Office of the Auditor General in July 1976. He received his bachelor of business

administration degree, with a major in accounting, from Western Michigan University. In

addition, Mr. Pyles received a computer certificate from St. Clair College (Windsor, Ontario)

in 1987. Mr. Pyles is a member of the Tuskegee Airmen — Detroit Chapter. His prior affilia-

tions include the Black Data Processing Associates (Newsletter Editor and Automation

Committee team member) and City of Detroit Junior Achievement. 
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SUMMARY OF SIGNIFICANT ACCOMPLISHMENTS

Audit Reports

The OAG pursued new methods and procedures to improve audit report production during the 2000

calendar year.  Goal No. 2 in the Office of the Auditor General Strategic Plan is:  Improve the Quality and

Timeliness of Audit Reports.  According to the Strategic Plan, the major components of this strategy are:

• Streamlining audit reports

• Reforming the report review process

• Instituting a Quality Assurance component in the audit process

• Increasing the utilization of Computer Assisted Audit Tools and Techniques 

The following developments in OAG audit report production occurred during 2000:

We began utilizing “Element Sheets” to assist auditors in identifying the critical elements of an audit

comment.  The Element Sheets provide auditors with a systematic methodology for drafting audit com-

ments for inclusion in the audit report.  The Element Sheet requires auditors to conceptualize and specify

the condition, cause, criteria, ef fect and recommendation for each audit comment. The systemic method-

ology helps to ensure that the true essence of an audit comment is captured in the audit report. 

We developed a new Audit Policies and Procedures Manual to provide guidance to audit team mem-

bers regarding audit report preparation.  The Audit Reporting section provides information to help auditors

prepare value-added audit reports.  The manual provides detailed information regarding the following gen-

erally accepted characteristics of a high quality audit report: significance and usefulness; timeliness; accu-

racy and soundness; completeness and conciseness; clarity and simplicity; persuasiveness; and objectivi-

ty.

We encouraged internal auditors to perform audit procedures and audit report writing concurrently.

This simple, disciplined approach saves time in audit report production.

We are continuing our efforts to identify new methods and procedures to improve the timeliness and

quality of our audit reports.  

During the past year, we incorporated the National Association of Local Government Auditors

(N.A.L.G.A.) Guide within our internal audit process and began preparing for a N.A.L.G.A. Peer Review.

The N.A.L.G.A. Guide contains instructions and forms necessary to organize and conduct a professional

peer review of a government audit organization. In addition, our Accounting Policies and Procedures

Manual contains a Quality Control System Description checklist from the Guide. The N.A.L.G.A. Guide

can be used by an audit organization to conduct a self-assessment to determine its level of compliance

with Government Auditing Standards.  The OAG will perform a self-assessment to measure our level of

compliance with Government Auditing Standards in 2002. We plan to undergo an initial N.A.L.G.A. Peer

Review in 2003.  

As part of our Peer Review Readiness methodology, an employee assigned to our internal Quality

Assurance Committee reviews the audit working papers and audit reports for compliance with standards

specified on the N.A.L.G.A. Checklist.  As a matter of departmental procedure, the Quality Assurance

THE OFFICE OF THE AUDITOR GENERAL

11



reviewer prepares a report regarding the results of the Quality Assurance Review.  The results have been

encouraging.  The comments cited in these Quality Assurance Review reports indicate that department

employees are increasing the level of compliance with Government Auditing Standards in the conduct of

audit fieldwork and development of audit reports.  One of the beginning auditors provided the following

feedback to management:  “The comments received in the Quality Assurance reviews have increased my

auditing skills regarding audit working paper preparation and sufficiency of audit evidence.”  

Control Self-Assessment and Facilitation

In February 2000, OAG employees attended a Control Self-Assessment (CSA) workshop.  CSA is a

methodology used to review key business objectives, risks involved in achieving the objectives, and inter-

nal controls designed to manage those risks. CSA may also be used to assess business processes within

organizations. During the five-day training session, employees in the OAG were provided with a concep-

tual framework for CSA.  The topics covered in the course included CSA definition, overview, purpose,

implementation methods, and techniques. The participants also considered the impact of CSA on the role

of internal auditing.  

Focus on Professional De velopment 

The OAG continued its tradition of providing training opportunities for departmental employees during

the year. Continuing education helps to ensure that employees possess the requisite technical and behav-

ioral skills to provide value-added service, from the perspectives of the profession of internal auditing and

the internal auditors.  Continuing education serves to expose participants to current thinking in internal

auditing, best-practices, and emerging audit techniques, as one means of preparing for the future chal-

lenges of the internal auditing profession.  In addition, continuing education enables auditors to acquire

knowledge and skills of many types.

An internal auditor’s professional development is generally regarded as evolutionary.  According to The

Institute of Internal Auditors Competency Framework Study, an internal auditor’s career may be construed

in terms of three levels, entering auditor; competent auditor; and internal auditing manager, each with its

own set of skills. For example, the technical skills of competent internal auditors include using information

technology software, documenting internal audit work, applying internal audit procedures, mastering new

technologies, and understanding key principles of specialties (e.g. quality management systems).  Similarly,

the appreciative and judgment/synthesis skills of the competent auditor include seeing anomalies and rec-

ognizing their implications; discriminating between substance and form; and risk awareness. Our baseline

measure for continuing education is a minimum of 40 hours of continuing education each year, for each

audit team member.  In general, this benchmark satisfies the requirements for continuing education estab-

lished by the accounting and auditing professional licensing organizations.  OAG employees enrolled in

various courses during the past year, ranging from Digital Analysis Using Benford’s Law to Introduction to

GASB Statement No. 34 Financial Reporting for Governments. One of the goals of the OAG professional

development strategy is to help auditors with varying skills and abilities, move forward through the evolu-

tionary process of auditing skills development.   

Human Capital 

The City Council approved the Auditor and Senior Auditor classifications during the year.  The salaries

established for these new classifications provide the OAG with a competitive boost to recruit and hire high-
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ly qualified personnel.  In addition, the relaxed residency requirements specified in Public Act 212 of 1999

served to broaden the candidate recruitment pool.  The eligibility requirements and job responsibilities for

the Senior Auditor classification are more stringent than those of the Principal Accountant classification.

Similarly, the eligibility requirements and job responsibilities for the Auditor classification are more strin-

gent than those of the Senior Accountant classification. 
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REVIEW OF BUSINESS OPERATIONS
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REPORTS ISSUED 

Performance Audit Reports

Buildings and Safety Engineering Department Performance Audit

Jobnet Empowerment Zone Program Performance Review

Mercy Education Project Empowerment Zone Program Performance Review

Financial Related Audit Reports

Civic Center 

Cultural Affairs 

Finance Department-Central Payroll 

Municipal Parking Department 

Follow-up Audit Reports

Museum of African American History Internal Control Review Follow-up Audit Report

Detroit Zoological Institute Internal Control Review Follow-up Audit Report

Law Department Internal Control Review Follow-up Audit Report

Board of Zoning Appeals Internal Control Review Follow-up Audit Report

Empowerment Zone Development Corporation Performance Audit Follow-up Report

Special Reports

Analysis of the Mayor’s Proposed Budget for Fiscal Year Ending June 30, 2001 

Trends in Detroit’s Finances

Office of the Auditor General Strategic Plan for the Period 2000-02

Public Lighting Department Contract Monitoring Reports 

Rental of the Coleman A. Young Municipal Center Building

City of Detroit Grant Sub-Recipient Reports

Department of Transportation Fare Box Revenue Analysis

Special Monitoring Reports Issued by the Auditor General 

Governmental Accounting Standards Board No. 34 Status Updates

Detroit Resource Management System Status Updates 

Towing Commission, Report of Commission Proceedings Regarding Victims of Crime

Vehicle for Hire Commission, Report of Commission Proceedings
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BUILDINGS AND SAFETY ENGINEERING DEPARTMENT 
PERFORMANCE AUDIT 

The performance audit of the Buildings and Safety Engineering Department (BSED) concluded that the

Department needed to improve its management, financial and enforcement operations.   The audit find-

ings reported a lack of management, lack of financial information, lack of accountability, and weak enforce-

ment of City codes and ordinances.  The Department had lost millions of dollars due to poor accounting

controls, billing practices, and lack of professional accounting support.  High turnover, unfilled positions,

and lack of training resulted in inconsistent customer service by clerical and inspection staff with some staff

providing excellent service and others providing poor service.

The audit also concluded that the Department had initiated many changes in the past two years.  These

changes included: 

• Implementing a “One Stop Shop” which greatly improved the permitting process;

• Implementing an automated permit and inspection tracking system (Tidemark); 

• Acquiring additional positions to perform BSED services, including inspector positions; 

• Providing morale boosters such as employee recognition programs; 

• Changing the law to include presale inspections of rental properties; and 

• Establishing LMQI (Labor Management Quality Initiative) teams to develop and implement process

improvements such as training, and updating written procedures.   The number of permits issued

by BSED increased significantly in the past two years.  In addition, there had been improvement in

the revenue collected for annual inspections, use licenses, and presale inspections during the past

two years. 

Although significant operating improvements occurred during the last two years, much more work

remains.  This work is detailed in our findings and recommendations.

The Office of the Auditor General recommended establishment of a detailed management information

system, performance measures, and accountability to improve BSED operations.  Our audit recommenda-

tions also included establishment of an Accounting Division to effectively manage the Department’s finan-

cial operations and customer service training to improve services to our citizens.

An abstract of the Buildings and Safety Engineering Department Performance Audit (September 2000)

is provided below.

BACKGROUND:

The audit of the BSED was initiated by the Auditor General to identify the cause of complaints

expressed by citizens and City Council, and to make recommendations for improvements.

The performance audit focused on processes within the various divisions of the Department based on

our preliminary review and other considerations, including issues and findings raised in previous audits by

our office, and our understanding of the concerns of others regarding the Department’s operations.

The Department is currently implementing new systems (e.g., Tidemark) and programs (Zoning
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Enforcement Initiative) within the various divisions.  A portion of our review was performed parallel to the

implementation of these new systems and programs.

AUDIT SCOPE

Our audit focused primarily on BSED permits and licenses, enforcement, and financial operations.  We

examined and evaluated accounting, equipment, human resources, management, and operating proce-

dures of the BSED.  We reviewed each major division in BSED including Building, Electrical, Housing,

License and Permits, Mechanical, and Plumbing.   

Our audit was conducted in accordance with the Governmental Auditing Standards issued by the

Comptroller General of the United States and, accordingly, included such tests of the records and such

other auditing procedures as we considered necessary in the circumstances.

SIGNIFICANT FINDINGS

• BSED lacks detailed management and accounting reports, performance measures, and accounta-

bility, which are necessary to effectively manage the Department’s resources and to evaluate per-

formance.

• BSED lacks the necessary accounting support from the Finance Department and its own staff to

effectively manage its financial operations and maximize revenues.

• The City should consider establishing BSED as a Special Revenue Fund to account for its operations

in accordance with the State Construction Code Act (Public Act 245 of 1999).

• BSED has not always billed use licenses, periodic inspections, and other inspections properly, there-

by resulting in lost revenue to the City.

• The BSED system for scheduling annual rental inspections and for collecting fees for the inspections

and rental registrations has had problems, such as not including all rental property in the City, incor-

rect addresses, and lack of responses from rental owners, resulting in rental inspections, rental reg-

istrations, and related revenues not being maximized.

• BSED enforcement of City ordinances and codes has been weak, with little follow-up on cited vio-

lations, which could contribute to reduced public safety, lack of compliance with ordinances and

codes, blight in neighborhoods, and loss of revenue. 

• BSED collection efforts for delinquent accounts receivable are weak, and uncollected accounts are

not turned over to the City Treasurer’s office as required.  Therefore, a large balance of uncollect-

ed fees, which will likely never be collected, exists.

• BSED is not maintaining and accounting for the fire insurance escrow funds properly, thereby result-

ing in a lack of assurance that the insurance proceeds are properly safeguarded, reported, and used

for the intended purpose (i.e., demolitions).

• BSED lacks consistency of interpretation and application of: (1) City ordinances, codes, and proce-

dures amongst inspection and clerical staff; (2) communication technology; and (3) training for

effective customer service.  The lack of consistency of interpretation and application of City ordi-

nances could result in a lack of compliance with ordinances, such as those governing permits. The

lack of consistency of interpretation and application of staff training may discourage contractors
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from doing business in the City.

• BSED lacks adequate controls over special land use grants, such as conducting required inspections

and maintaining a filing system for the grants, which could result in grant conditions not being met

and misplaced grant records.

• The BSED filing system for permits and inspection reports, violation notices, general license inspec-

tions, and periodic inspections needs improvement.  The nature and condition of the filing system

results in long searches for records and increases the risk of misplaced or lost records.

• As of September 1, 2000, BSED had 84 vacant positions or 21% out of a total of 392 budgeted

positions included in the 2000-2001 fiscal year budget, resulting in reduced inspection and enforce-

ment services which could slow building and development in the City.

• BSED can lessen the net tax cost to the City for its operations by improving billing, collections,

accounting, management information, and accountability systems.

• BSED lacks effective controls over checks received in the mail and is not depositing them within 48

hours as required.  The internal control weaknesses relating to cash receipts increases the risk of

checks being misplaced or lost checks.  In addition, the delay in cash deposits hurts the City’s cash

flow.

RECOMMENDATIONS

We recommended BSED take the following actions:

• Establish a detailed management information system, performance measures and targets, and hold

inspectors, supervisors and division heads accountable.

• Establish an accounting division and acquire the accountants needed to effectively manage BSED

financial operations and maximize revenues.

• Establish BSED as a Special Revenue Fund if the intent of the City is to have BSED fees cover its

costs.

• Establish an accounts receivable system for fee notices, inspections and other billings, which utilizes

the Detroit Resource Management System, or acquire a similar system that has the capability to age

accounts receivable.  Establish methods and procedures to hold applicable staff accountable for

properly billing, collecting, and reporting all use licenses, periodic inspections, rental inspections,

rental registrations, and all other billable fees.

• Review and update billing and inventory records to reflect correct owners, addresses, account bal-

ances, equipment requiring use licenses, and other necessary information.

• Enforce, in an aggressive manner, City ordinances and codes by staffing the Zoning Enforcement

division; maintaining detailed information reports on inspections, violations, and court enforce-

ment; following up on violations; holding division heads, supervisors and inspectors accountable for

enforcement; increasing inspector efficiencies; filling vacant positions; and creating educational pro-

grams for the public, contractors, and landlords.
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• Pursue collection of accounts receivable more aggressively by following up on delinquent accounts

with phone calls and notices; establishing a written policy and procedures for collections; and turn-

ing over all uncollected accounts receivable to the City Treasurer as required. 

• Safeguard fire insurance escrow fund assets by maintaining subsidiary records and reconciling them

to the general ledger and bank account on a monthly basis; preparing aging reports and investi-

gating accounts greater than 120 days past due; and ensuring that demolition inspection reports

and repair inspections are properly documented before escrow funds are disbursed.

• Improve customer service by training inspectors to be fair and consistent in the interpretation, appli-

cation, and enforcement of City codes and ordinances; establishing customer service goals, meas-

ures and targets for timely delivery of service; requiring inspectors to communicate findings more

effectively; providing customer service training; implementing new employee orientation proce-

dures; providing diversity training; reprogramming the automated phone system; considering the

strategy to equip inspectors with cell phones; and developing an enforceable employee code of

ethics to preserve the integrity of the licensing, permitting, and enforcement processes.

• Conduct annual inspections of all special land use grants and organize and file special land use

grants and records in a secure place for the life of the grant.

• Improve filing and record keeping by hiring a records management clerk; and establishing a filing

system that adequately secures records, facilitates locating records on a timely basis, and accounts

for all records removed.

• Endorse checks received in the mail “For Deposit Only” immediately upon receipt and deposit

them within 48 hours.
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JOBNET EMPOWERMENT ZONE PROGRAM REVIEW

BACKGROUND

The JOBnet Empowerment Zone Program was intended to serve as a clearinghouse for information on

jobs, training, academic improvement opportunities, and health and social service resources in metropoli-

tan Detroit.  The overall goal of the program is to link Empowerment Zone residents to jobs and expand

the labor force by providing pretraining and training programs for competitive and upwardly mobile

employment opportunities.  

JOBnet employment services include job counseling, job assessment, job placement, and job follow-

up services.  JOBnet training services include remedial, vocational, and post-secondary educational assis-

tance.  

The JOBnet Empowerment Zone Program Review was prepared pursuant to a City Council Resolution

which directs the Auditor General to conduct an annual performance review of the Empowerment Zone

programs.

The objectives of the JOBnet Empowerment Zone Program Review were:

1. To determine the performance, accomplishments, and the status of the program, and 

2. To determine whether the program is achieving the benchmarks within the timetables established

in the Detroit Empowerment Zone Strategic Plan.

Our review encompassed the period from November 1, 1997 to June 30, 1999. 

The JOBnet Empowerment Zone Program Review included the following service delivery and program

administration components: 

1. Changes in federal, state, and local regulations regarding workforce development (e.g., Workforce

Investment Act) and service delivery modes, and the consequent effects on the administration of

the JOBnet program by the Employment and Training Department, a City of Detroit agency;

2. Management of the JOBnet computer equipment (the primary asset of the JOBnet program);

3. Utilization of JOBnet computer equipment in accordance with Empowerment Zone program regu-

lations;

4. Accountability and stewardship of JOBnet computer equipment;

5. Implementing agency recordkeeping to provide proper and adequate supporting documentation

for the performance measures reported in the Empowerment Zone progress reports;

6. Coordination between City of Detroit agencies and organizations responsible for the administration

of various aspects of the JOBnet program;

7. Financing arrangements between the Employment and Training Department and City of Detroit

Housing Commission to provide JOBnet services at three public housing sites; 

8. Financial arrangements between the City of Detroit and the State of Michigan related to the acqui-

sition of specialized software for employment and training services; 
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9. Assessment of pre-determined goals, measures, benchmarks, and action steps of the JOBnet

Empowerment Zone program, as a basis for evaluating program performance, as of the audit date. 

SIGNIFICANT COMMENTS, PROGRAM NOTES, AND
ADMINISTRATIVE RECOMMENDATIONS

JOBnet is not operated exclusively as an Empowerment Zone program, as was intended in the Strategic

Plan.  The JOBnet administrators are relying on a variety of other funded employment and training pro-

grams to service Empowerment Zone residents, such as the Job Training Partnership Act and Welfare to

Work.  

The JOBnet program is not on target to achieve the goal of providing at least 10,000 jobs or training

opportunities for Empowerment Zone residents over 10 years, including at least 1,000 jobs or training

opportunities for individuals with disabilities.  The JOBnet targeted annual program goal is to service an

average of 1,000 Empowerment Zone residents.  For the period from July 1, 1998 to June 30, 1999,

JOBnet reports indicate that 438 Empowerment Zone residents were matched to jobs (43.8% of its annu-

al targeted goal), and 258 Empowerment Zone residents were placed in jobs.

The Employment and Training Department inventory recordkeeping and monitoring procedures for the

JOBnet computer equipment need improvement. 

The monthly Performance and Accomplishment Report and the quarterly Goals, Measures, Benchmarks

and Action Steps Report for the JOBnet program are not filed with the Empowerment Zone Development

Corporation on a timely basis. 

Empowerment Zone residents’ statistics are not segregated from the total number of individuals using

the JOBnet service; therefore the figures for job referrals and job placement cited in JOBnet monthly

reports include both Empowerment Zone residents and non-Empowerment Zone residents.   

The computer system database does not store or track employment and training information for

Empowerment Zone residents.  In addition, of the thirteen supporting partner organizations that we con-

tacted, only six were using the equipment for job search activity.

Although some of the goals, measures, benchmarks, and action steps outlined in the JOBnet perform-

ance contract relate to program expansion and technological growth, additional sources of program fund-

ing have not been secured. 

During the period of our audit review, JOBnet services were not available at the three designated pub-

lic housing sites, as detailed in the goals, measures, benchmarks, and action steps established for the

Linking Public Housing component of the JOBnet program.  

The JOBnet program is not on target to achieve the goal of reducing the gap in unemployment rates

between the Detroit Empowerment Zone and the City of Detroit as a whole.  In fact, JOBnet is no longer

geared toward reducing the gap in unemployment rates between the Empowerment Zone and the City as

a whole, but is now geared toward welfare clients, non-custodial parents of children on welfare, and food

stamp clients with no Empowerment Zone residency requirements. 
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MERCY EDUCATION PROJECT EMPOWERMENT ZONE PROGRAM REVIEW

BACKGROUND

The Mercy Education Project provides educational and family support services to girls and women who

reside in the southwest region of the Detroit Empowerment Zone.  In addition, women and girls who live

outside of the Empowerment Zone may participate in programs of the Mercy Education Project, if they

meet certain criteria. 

The Mercy Education Project is a sponsored work of the Sisters of Mercy Regional Community of

Detroit.  The sponsorship of the Sisters of Mercy Regional Community of Detroit includes financial and

operating support for the programs and activities of the Mercy Education Project. 

The major program offerings of the Mercy Education Project are:  

1. The Girl’s Program provides after-school tutoring, school attendance incentives and summer cultural

enrichment opportunities for elementary school age girls.  The girls receive assistance with reading,

math, computer skills, etc.

2. The Women’s Program provides a learning community that allows self-paced progression and

addresses barriers to learning.  High school equivalency test preparation (General Educational

Development) classes, and life skill and support services classes are offered (e.g., money manage-

ment and parenting).  

3. The Rise ‘N Shine Summer Program provides girls with a wide variety of cultural and socialization

experiences.  This program is a joint venture between Alternatives for Girls and Mercy Education

Project.  To foster cultural enrichment, ceramics, dance, drama, and photography are provided. 

The overall goal of the program is “to build on existing community programs that promote the empow-

erment and stabilization of families and individuals and support their efforts to become and remain pro-

ductive, engaged members of their community.”  The following two objectives were established to meas-

ure the achievement of the overarching program objectives:

Objective I: A 50% increase in educational and family support services to at-risk families over the base

year (1994) level of the Mercy Education Project;

Baseline Measure: A 50% increase in educational and family support services over the baseline year

requires that 101 girls and 38 women receive services from the Mercy Education Project, on a cumulative

basis over the ten-year term of the Empowerment Zone program.

Performance Results: The Mercy Education Project exceeded the baseline performance measure for

increase in educational and family support services provided to girls.  The supporting records indicate that

467 girls received educational and family support services in the following programs, during the periods

indicated:
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Program Number of Participants

Rise ‘N Shine (Summer 1998) 67

The Girls Program (Fall/Winter Term 1998) 97

Attendance Incentive Program (Fall 1998) 83

Attendance Incentive Program (Winter 1999) 108

Attendance Incentive Program (Spring 1999) 112

Total 467

Performance Results: We were unable to substantiate the total number of women that received edu-

cational and family support services in programs offered by Mercy Education Project due to record keep-

ing methods. Therefore, we were unable to determine the performance results for Mercy Education

Project, relative to the benchmark of 38 women, on a cumulative basis, over the ten-year term of the

Empowerment Zone designation, as of the date of our audit report. 

Objective II: The average annual grade level increase in reading and (or) math is at least 0.8 years, for

girls who have attended at least 25 Mercy Education Project tutoring sessions.

Baseline Measure: The previous year grade level score on the Stanford Diagnostic Math Test and the

Woodcock Reading Test. 

Performance Results: A group of 21 girls, of various ages and various grade levels (from Grade 3 to

Grade 8), attended Mercy Education Project tutoring sessions during the period from September 1998 to

May 1999.  Of these 21 girls tested in reading and math skills, the overall average grade level increase in

reading was 1.45 years (as compared to the performance measure of 0.8 years), and the overall average

grade level increase in math was 2.33 years (as compared to the performance measure of 0.8 years).  In

terms of interpreting the test results, it is significant that only 5 of the girls participating in the reading and

math tests attended at least 25 hours of Mercy Education Project tutoring sessions (as compared to the

baseline measure of 25 Mercy Education Project tutoring sessions).

The Mercy Education Project Empowerment Zone Program Review for the Period from July 1, 1998 to

June 30, 1999, was prepared pursuant to a City Council Resolution which directs the Auditor General to

conduct an annual performance review of the Empowerment Zone programs.

AUDIT OBJECTIVES

The objectives of the Mercy Education Project Empowerment Zone Program Review were:

1. To determine whether the Mercy Education Project achieved the benchmarks within the timetables

established in the Strategic Plan; 

2. To report on the performance, accomplishments, and the status of the Mercy Education Project; 

3. To determine whether the Mercy Education Project expenditures are in accordance with the goals,

measures, benchmarks, and action steps (GMBAS);

4. To determine whether quantitative measures reported by the Mercy Education Project to the

Empowerment Zone Development Corporation (EZDC) can be substantiated; and 

5. To identify and report any findings and recommendations related to the Mercy Education Project. 
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The Mercy Education Project Empowerment Zone Program Review included the following evaluation

components for human service delivery programs: 

1. Building support for the program by establishing a network, i.e., “NetCouncil” among schools and

community agencies to improve the program effectiveness in responding to educational and other

needs of families;  

2. Utilizing volunteers to provide tutoring services, and testing services, and to satisfy staffing needs

for Mercy Education Project activities;

3. Implementing agency recordkeeping to provide proper and adequate supporting documentation

for the performance measures reported in the Empowerment Zone progress reports;

4. Assessment of pre-determined goals, measures, benchmarks, and action steps of the Mercy

Education Project Empowerment Zone program, as a basis for evaluating program performance, as

of the audit date;

5. Evaluating and monitoring performance measures as a means of establishing implementing agency

accountability;  

6. Incorporating participant assessment in the overall performance measures for the program; and

7. Incorporating support services, such as child-care and transportation, in the service delivery

scheme.

Based upon our audit procedures, we concluded the Mercy Education Project performed the follow-

ing activities in accordance with the benchmarks established for this program in the performance contract

with the City of Detroit, during the period July 1, 1998 to June 30, 1999:

• Established a network among schools and community agencies 

• Provided educational services for girls beyond its benchmark level 

• Worked with schools to determine educational needs of participants in The Girls’ Program 

• Fostered improved school attendance among girls, and 

• Executed the administrative functions of the Mercy Education Project 

Based upon our audit procedures, we concluded the Mercy Education Project performed the follow-

ing activities unfavorably, when construed in terms of the benchmarks established for this program in the

performance contract with the City of Detroit, during the period July 1, 1998 to June 30, 1999:

• Provided tutoring, classes, and mentoring for participants in The Women’s Program 

• Provided family nurturing services to families 

PROGRAM NOTES

An important aspect of the human services provided by the Mercy Education Project concerns the out-

reach activities of program administrators.  These outreach activities are outside the scope of the educa-

tional and family support services generally provided under the auspices of The Girls’ Program, The

Women’s Program, and The Rise N Shine Program.  In one such instance, the coordinators of the Volunteer

Program, The Girls’ Program, and Alternatives for Girls joined forces to provide humanitarian relief to a
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local family victimized by fire. 

SIGNIFICANT C OMMENTS

Our report included the following observations and comments regarding Mercy Education Project

administrative operations: 

The program administrators adequately identified and documented the participants in various Girls’

programs.  However, the program administrators did not adequately identify and document the number of

women participants in programs offered by the Mercy Education Project (e.g., the number of women who

received educational and family support services from the Mercy Education Project could not be verified

with program records). 

Program administrators do not reconcile total program attendance records to performance quantities

(e.g., number of participants in The Women’s Program) reported in the Performance and Accomplishment

Report and the Goals, Measures, Benchmarks, and Action Steps Report.

There was a significant decrease in the number of “Supporting Partners” (organizations which have

agreed to participate in developing and supporting the Goals, Measures, Benchmarks, and Action Steps of

a particular Empowerment Zone Program) for Mercy Education Project during the period from March 31,

1997 to March 31, 1999.  For example, Mercy Education Project listed 21 supporting partners at March

31, 1999, as compared to 34 supporting partners in March 31, 1997.

The Performance and Accomplishment Report and the Goals, Measures, Benchmarks and Action Steps

Report for the Mercy Education Project are not filed with the Empowerment Zone Development

Corporation on a timely basis. 

Our report included the following observations regarding Mercy Education Project program opera-

tions: 

The Women’s Program encountered some programming challenges, largely as a result of some changes

in other social programs, such as the Work First Program.   For example, the implementation of the Work

First Program in the State of Michigan has affected participation in the Mercy Education Project.

Participants are often forced to drop out of The Women’s Program, prior to completion, because of Work

First employment responsibilities.

The Family Nurturing Program encountered some programming challenges, principally related to par-

ticipant availability and program length.  In general, program administrators have not been able to gener-

ate student interest in longer-term programs, such as 12-week seminars.  Work schedules, transportation,

and cultural issues affect the success of the Family Nurturing Program course offerings.  For example, some

children are in latchkey in the mornings and afternoons while parents are at work.  A program which

emphasizes spending time with family would not be very effective if working parents spend what little fam-

ily time is left in the day attending a seminar, especially since many Empowerment Zone residents are

dependent on public transportation.  Mercy Education Project administrators are planning four-week sem-

inars in areas such as money management and child management.  In addition, they are exploring home

programs provided on videotape. 
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ADMINISTR ATIVE RECOMMENDATIONS 

On the basis of these observations and comments, we provided the following recommendations:  

1. Mercy Education Project administrators should prepare accompanying schedules and supporting

documentation to substantiate the summary information and performance quantities cited in the

Performance and Accomplishment Report and Goals, Measures, Benchmarks, and Action Steps

Report.  The schedules and supporting documentation should include performance measures and

detailed calculations.

2. Mercy Education Project administrators should take the action necessary to achieve full utilization

of its computerized database software to input, store, and process program data.  The computer-

ized data processing should facilitate recordkeeping and reporting of program activities and

improve administrative efficiency.

3. Mercy Education Project administrators should reconcile total program attendance records for each

program activity reported in the Performance and Accomplishment Report and the Goals,

Measures, Benchmarks, and Action Steps Report.

4. Mercy Education Project administrators should file the Performance and Accomplishment Reports,

and the Goals, Measures, Benchmarks, and Action Steps Reports with the Empowerment Zone

Development Corporation on a timely basis.

OVERALL CONCLUSION

Although the Mercy Education Project did not meet all of its targeted benchmarks due to factors

beyond its control, the Mercy Education Project is making a difference in our community.
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CIVIC CENTER FINANCIAL RELATED AUDIT

The audit of the Civic Center Department disclosed that the financial and operational controls were

satisfactory.

BACKGROUND 

The Civic Center Department provides rental space for trade shows, public shows, conventions, ban-

quets, etc.  The Civic Center Department provided rental space for more than five hundred events during

the 1999 calendar year.

AUDIT SCOPE 

We reviewed, tested, and evaluated the Civic Center Department internal accounting controls for pay-

roll, disbursements, and room rental revenue.  We also reviewed and evaluated the Department’s internal

control procedures and performance in relation to its objective of increasing event bookings and event rev-

enue.  We performed audit follow-up and investigation to determine the status of prior audit findings.  In

addition, we examined transactions that occurred during the year.

SIGNIFICANT FINDINGS  

• The Civic Center Department did not have adequate segregation of duties for room rental cash

receipts.  We recommended that the management of the Civic Center segregate the duties of enter-

ing cash receipts for room rentals in the Detroit Resource Management System (General Ledger

Module) from the physical handling of cash receipts.

• Although the Civic Center Department did not achieve its goal of increasing event bookings and

event revenue by 3.0% to 5.0% over the prior year amount, in our opinion, the Civic Center per-

formance, relative to this goal, was satisfactory.
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MUNICIPAL PARKING DEPARTMENT FINANCIAL RELATED AUDIT

Our review focused on the accounting procedures and related accounting controls of the City of

Detroit Municipal Parking Department.  Our audit objective was to identify material weaknesses in the sys-

tem of internal control relating to the reliability and integrity of information; safeguarding of assets; and

compliance with policies, plans, procedures, laws, and regulations at the Municipal Parking Department. 

The summary results of our Internal Control Review were:

2 Findings from previous Internal Control Reviews which were not corrected by management at the

audit report date

2 Instances of noncompliance detected in current Internal Control Review

Significant Repeated Findings and Newly Identified Findings

1. The management company does not deposit gross receipts for hockey season parking passes for

credit to the City of Detroit on the day such receipts are received, as stipulated in the service con-

tract.  For example, the management company paid the Municipal Parking Department $406,623

in reserved parking fees on March 5, 1999, several months after it collected such fees. 

2. The internal control system did not detect, correct, or prevent an instance of noncompliance where-

in the value of personal mileage received by an employee for use of an employer-owned vehicle

was not recorded in the City’s Personnel-Payroll System, in accordance with City of Detroit Finance

Directive No. 105. Our review disclosed that the value of personal mileage received by an employ-

ee for use of an employer-owned vehicle has not been recorded on the City’s payroll system since

October 1994. 

3. The Municipal Parking Department did not reconcile the physical inventory count of Taggable

Equipment to the detail inventory records, i.e., Equipment Acquisition Reports, as of June 30, 1999.  

4. The Municipal Parking Department did not report missing property in accordance with Controller’s

Directive (now referred to as Finance Directive) No. 533. 
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DETROIT EMPOWERMENT ZONE FOLLOW-UP AUDIT 

Our audit objective was to determine whether the management of the Empowerment Zone

Development Corporation (EZDC) took corrective actions to address the six audit findings included in the

Detroit Empowerment Zone Performance Review for the Period January 1, 1995 to October 31, 1997. 

Based upon our audit procedures, we determined the EZDC has taken various actions in its efforts to

resolve each of the findings.  The summary results of our audit follow-up examination were:

1 Findings corrected by management 

5 Partial Corrective Action taken by management 

Although only one of the six findings has been fully resolved, EZDC attempted to resolve each of the

findings.

The following findings were detailed in our report, Detroit Empowerment Zone Performance Review

Report for the Period January 1, 1995 to October 31, 1997. The current status of each finding, as deter-

mined by our follow-up audit procedures, is included below each description of the finding and related

condition.

1. EZDC program monitoring procedures need improvement.

There are no written monitoring procedures for the EZDC staff to follow, as a result the monitoring

of programs is unstructured and documentation of the monitoring process is inadequate.

There is no compilation of data for each program, which compares actual program results to tar-

geted goals, measures, and benchmarks, to determine the degree or success or failure of each pro-

gram

There is no compilation of program data (e.g., job placement) by the EZDC for all Empowerment

Zone programs combined, to facilitate evaluation of the Empowerment Zone programs’ overall

effectiveness. 

2. EZDC needs a computerized information system to ef fectively account for and monitor the quan-

tifiable activities occurring in the Empowerment Zone. 

EZDC does not record or summarize the data provided to it by the implementing agencies.

EZDC does not systematically accumulate and account for the total quantifiable activities that have

occurred since the implementation of the Empowerment Zone programs.

3. Many Empowerment Zone program administrators are not providing the EZDC with adequate or

timely reports of performances.

The Progress Reports submitted by implementing agencies to the EZDC contain the following types

of reporting deficiencies: 

a. Reports not submitted 

b. Reports not submitted in a timely manner 

c. Reports which do not include all of the required data and information 
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d. Reports which do not provide cumulative information

4. Additional supporting documentation is needed to substantiate the accomplishments, and the

achievements of the measures, benchmarks and goals of each Empowerment Zone program. 

The Progress Reports do not identify the specific Empowerment Zone residents or businesses

which benefited, nor the specific Empowerment Zone area which was improved, as a result of the

activities of an Empowerment Zone program. 

No documentation is filed with, or maintained by, the Empowerment Zone Development

Corporation, which provides satisfactory support for each program’s accomplishments, measures,

benchmarks, and goals.

5. Some significant measurable activities and improvements taking place in the Empowerment Zone

are not formally accounted for (e.g., Homes at Saint Anne’s housing development project).  

6. The EZDC has not submitted monthly financial reports to the Mayor, City Council, and Auditor

General, as required by City Ordinance No. 14-95.

Partial Corrective A ction

During the period since our Performance Review, the EZDC developed a Quality Assurance Plan, as a

major first step, towards correcting the conditions cited in the Performance Review Reports. 

Status of the Corrective A ction 

During the period since our Performance Review, EZDC management implemented the following poli-

cies and procedures to correct the conditions cited in our audit report:

• Developed written monitoring procedures to guide employees in the proper execution of monitor-

ing procedures;

• Implemented control activities and procedures to improve program monitoring activities and pro-

gram reporting;

• Implemented a standardized supporting documentation file system; 

• Implemented some special-purpose forms and reports to facilitate program monitoring (e.g., site

monitoring report);

UNRESOLVED CONDITIONS CITED IN THE AUDIT REPORT 

Program Monitoring

A primary challenge of the EZDC administration function relates to the recordkeeping, quantification,

and aggregation of data.  EZDC plans to implement a computerized information system to accumulate,

record, and aggregate similar quantifiable activities and supporting data for all Empowerment Zone pro-

grams in order to provide data concerning outputs and performance measures for program clusters (e.g.,

Economic Development and Housing).
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Acquisition of a Computerized Information System

EZDC acquired computer equipment and contracted with a vendor for the development of software

to accumulate, record, aggregate, and account for Empowerment Zone program data.  The software to

accumulate, record, and aggregate all quantifiable activities and supporting data contained in the

Empowerment Zone program files has not been developed.  Since manual accumulation, recording, and

aggregation of the data contained in the supporting documentation files was not considered a feasible

course of action, EZDC will not begin the data accumulation, recording, and aggregation processes until

the development of the customized software is completed. 

Timeliness of Reporting 

Although the ability of EZDC to track and identify programs that are not in compliance with reporting

requirements has improved, it is evident that some implementing agencies are still not providing accurate

and timely reports.  In addition, EZDC has no enforcement power to require Non-Title XX implementing

agencies to comply with program reporting requirements. In some cases, EZDC administrators have lever-

aged requests received for information from Non-Title XX implementing agencies by responding with its

own request for information regarding the Non-Title XX program activity and performance information

from the implementing agency.

Additional Supporting Documentation Required for Program Dat a

EZDC encountered an obstacle to implementation of our recommendation to assure that “the imple-

menting agency of each program provide the names, addresses, and telephone numbers of Empowerment

Zone residents (or businesses) who are the beneficiaries represented by the numbers, as reported for many

of the quantifiable measures, benchmarks, and goals”.  According to an EZDC administrator, many of the

implementing agencies will not provide personal data of participants, unless it is specifically required by

the contractual agreement between the implementing agency and the City of Detroit, for reasons relating

to confidentiality of information.   

Accounting for Significant Measurable A ctivities and Impro vements Taking Place in the Empo werment

Zone

EZDC has taken some initial steps toward implementing our audit recommendation by developing the

procedures to systematically accumulate, record, and account for activities occurring within the

Empowerment Zone and acquiring computer equipment to provide for the efficient capture, maintenance,

and reporting of Empowerment Zone activities.  However, the Corporation has not implemented the pro-

cedures prescribed in the Quality Assurance Plan, has not procured the software to provide for the accu-

mulation of data; has not developed the process of recording and aggregating Empowerment Zone activ-

ities; and has only recently contracted for the services of a consultant to evaluate Empowerment Zone

progress.  
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ANALYSIS OF THE MAYOR’S PROPOSED BUDGET

The Analysis of the Mayor’s Proposed Budget for the 2000-2001 fiscal year identified a number of

issues and concerns related to the City’s current operations, and the Budget and Finance Departments’

projected $860 million cumulative General Fund deficit over the next ten years.

This report also provided recommendations and comments as to what the Mayor and City Council

could do to address the budgetary issues and operational concerns.

An abstract of the Auditor General’s Budget Analysis of the Mayor’s 2000-2001 Proposed Budget, City

of Detroit is presented below.

BACKGROUND

In April 2000, the Mayor presented his proposed budget to City Council for the City’s fiscal year from

July 1, 2000 to June 30, 2001 (hereinafter referred to as the 2000-2001 fiscal year).

After the Mayor presented his proposed budget, the Office of the Auditor General (OAG) performed

an analysis of the Mayor’s Proposed Budget with primary focus on the General Fund.

OBJECTIVES OF THE ANAL YSIS

The objectives of the OAG analysis included the following:

1. To provide City Council with a broad overall response to the Mayor’s 2000-2001 Proposed Budget.

2. To determine compliance of the City’s budget with the State of Michigan Uniform Budgeting Act

and the City Charter.

3. To analyze major City revenues (e.g., municipal income tax revenue) for 2000-2001 to determine

whether such estimated revenues are reasonable and attainable. 

4. To identify significant changes, included as part of the Mayor’s 2000-2001 Proposed Budget; and

to provide pertinent information and discussion, as considered necessary, for:

a.  Revenues and appropriations;

b.  Level of operations;

c.  Programs;

d.  Number of personnel; and

e.  Other specifics (e.g., increases in rates affecting revenues).

5. To identify and highlight in our report to City Council any significant issues, changes, concerns,

problems, or information related to each agency or area, as considered necessary.

SIGNIFICANT ISSUES, CONCERNS, AND OBSER VATIONS:

The major issues, concerns, and observations highlighted in the Auditor General’s Analysis of the

Mayor’s Proposed Budget were:

• Based on the underlying assumptions, as well as recent historical trends and events, it is unlikely that

the proposed total budgeted revenues of the City’s General Fund will be attained for 2000-2001.
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• There is no mention of a strategy in the Mayor’s Proposed Budget to meet the Budget and Finance

Departments’ projected $860 million cumulative deficit over the next ten years.  Either the Budget

Department does not believe its own warning about the projected deficits, or it believes that no

proactive strategy is necessary as long as sufficient funds are currently available. 

• Cost reductions and streamlining of City processes should be undertaken even if the City were not

anticipating revenue reductions.  The savings could, then, be utilized to further reduce taxes or to

improve services to citizens.

• Tax revenues from casinos will enable the City to realize higher General Fund revenues in 2000-

2001.  However, much of the increased revenue is earmarked to fund personnel increases in City

departments without reengineering or a study of the related departments or processes.  This is

another example of how additional tax revenues are inevitably misspent.  To put this into perspec-

tive, the cost of an additional fifty employees over a ten-year period is estimated at $40 million

(approximately five percent of the projected deficit), assuming average salaries of $50,000 per year.

• The Risk Management Fund appears to have been underfunded during the previous fiscal year

(1998-1999) by approximately $2 million. The amount of the shortfall should be added to the

appropriations for the 2000-2001 budget.

• The Human Resources Department’s inability to meet the City’s human resource needs is the result

of not only the Department’s deficiencies, but also the continuing effects of the residency require-

ments, City public school deficiencies, high income tax rates, and competition from other employ-

ers.  Many of these factors are being addressed.  However, the City continues to be impaired by

human resources deficiencies.

• The Buildings and Safety Engineering Department continues to require support from the General

Fund, even though similar departments in many other cities are self-supporting.

• Although DRMS (the City’s Detroit Resource Management System) may have the potential of being

the most technically advanced system installed in a local government anywhere in the country, it

may never reach that pinnacle.  It is not fully integrated and may never be.  The City processes have

not been reengineered, and they may never be.  The cost of DRMS is more than double the origi-

nal estimate and the most difficult modules to implement, namely Human Resources and Payroll,

have not been installed.
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TRENDS IN DETROIT’S FINANCES

The Office of the Auditor General report, Trends in Detroit’s Finances is provided as a supplement to

the City of Detroit Comprehensive Annual Financial Report (CAFR).  It is intended to be an easily under-

stood, “user friendly” report, which will help readers understand significant factors that affect the financial

condition and operations of the City.

Each Trends in Detroit’s Finances report provides information and data for the most recent ten-year

period.  Key aspects of the City’s finances are presented for each year of the ten (10) year period.  Much

of the report’s emphasis is on the City’s General Fund. The report provides charts and related commen-

tary for five major areas: operating revenues, expenditures, demographics, enterprise funds, and debts and

liabilities.  

Following is an abstract of the Trends in Detroit’s Finances Report for the ten-year period 1990-1999.

BACKGROUND

Each year the City of Detroit issues a Comprehensive Annual Financial Report (CAFR).  The CAFR pres-

ents a snapshot of all financial activity that occurred in the last fiscal year (July 1 to June 30).  The signifi-

cance of this information is better understood when compared to previous years’ information. The infor-

mation presented in Trends in Detroit’s Finances is generally obtained from financial disclosures in the

CAFRs. Ten sequential years of information are presented to enable the reader to better understand the

significance of current year information.

Trends in Detroit’s Finances provides charts and commentary, including identification of favorable and

unfavorable trends for selected areas.  Where applicable, trends are presented in both actual dollars, and

dollars adjusted for inflation by fiscal year.  In addition, this report also includes several charts which com-

pare data for the fiscal years ended June 30, 1950, 1960, 1970, 1980, 1990, and 1999, to provide histor-

ical perspective for some key areas.  

OBJECTIVES OF THE ANAL YSIS

The objectives of the Trends in Detroit’s Finances included the following:

1. Present General Fund Total Operating Revenue, expressed in actual dollars and inflation adjusted

dollars, to indicate whether General Fund Total Operating Revenue is actually increasing.  

2. Present General Fund Total Operating Revenue in relation to the population of the City of Detroit

to measure the financial well being of each citizen in the City of Detroit. 

3. Present a ten-year trend of both the actual and inflation adjusted revenue amount for many General

Fund Revenue components such as: Municipal Income Tax, State Shared Tax Revenue, Property Tax

Revenue, Sales and Charges for Services Revenue, Utility Users Tax Revenue, Revenue from Use of

Assets, Ordinance Fines Revenue, Interest and Penalties on Taxes Revenue, Grant Revenue, and

Liquor and Beer Revenue. 

4. Present a ten-year trend for significant categories of General Fund Operating Expenditures as a per-

centage of Total General Fund Operating Expenditures which includes the following categories:

Police Department, 36th District Court, Fire Department, Department of Public Lighting,

D e p a rtment of Public Works, Re c reation Department, Information Technology Serv i c e s
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Department, and Buildings and Safety Engineering Department.

5. Present key demographic data such as the Detroit Population Trend, Per Capita Income Tax

Comparison, Number of Building Permits, Number of Employed Detroit Residents, and Number of

Unemployed Detroit Residents.  

6. Present the measures of government growth, such as the number of Department of Public Works

employees, Number of Police Officers, Number of Fire Fighters, and Number of Pensioners. 

7. Present the measures of government growth in relation to population growth over a ten-year and

fifty-year period.  

8. Present data relating to City of Detroit Enterprise Funds, such as the Airport Fund Surplus or Deficit,

Airport Fund Operating Ratio, Sewage Disposal Fund Surplus or Deficit, Sewage Disposal Fund

Operating Ratio, Water Fund Surplus or Deficit and Water Fund Operating Ratio.  

9. Present key trends relating to Debts and Liabilities, such as the General Debt Service Fund, General

Debt Service Per Capita, General Fund Debt Service to Operating Revenue, and Current Liabilities

to Operating Revenue Ratio.  

SIGNIFICANT ISSUES, CONCERNS, AND OBSER VATIONS

• General Fund Operating Revenue fell by 6% from $1.041 billion in 1990 to $979 million, when

measured in inflation adjusted dollars. 

• Per Capita Income for Detroit residents increased by 195% from $3,200 in 1969 to $9,433 in 1989.

The average per capita income for four suburban communities (Livonia, Southfield, Troy, and

Warren) increased by 329% from $4,582 to $19,679 over the same period. 

• The number of Employed Detroit Residents increased 8.3% from 346,725 to 375,500 from 1990 to

1999.

• In inflation adjusted dollars, General Fund Operating Expenditures decreased by $106 million

(10%), from $1.082 billion in 1990 to $976 million in 1999.

• The ratio of pensioners per 1,000 residents increased each successive year from a low of 4.6 pen-

sioners per 1,000 residents to a high of 20.5 pensioners per 1,000 residents in 1999.  The increase

is due to both the increase in pensioners and the decrease in population.  

OVERALL CONCLUSION

The City’s financial performance in recent years has been largely positive, and the City’s current finan-

cial condition is solid.  One significant trend, for example, is that the number of Detroit residents employed

increased and the number of unemployed residents decreased during the ten-year period.
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PUBLIC LIGHTING DEPARTMENT CONTRACT MONITORING REPORTS 

BACKGROUND

In November 1999, the Office of the Auditor General issued a Performance Audit report of selected

purchases made by the Public Lighting Department.  The audit report contained several findings related to

two purchase orders including:

1. Overpayments of $380,000 to a vendor.

2. Payments to the vendor exceeding the amounts approved by the City Council by $1,141,737.

3. No documentation evidencing the receipt of the goods.

4. Inadequate segregation of duties in the procurement process.

Based on these findings, the City Council accepted our suggestion that the Office of the Auditor

General review each Public Lighting Department contract over $25,000 before the City Council approved

it.

Since March 2000, the Office of the Auditor General has reviewed all Public Lighting Department con-

tracts that have exceeded the $25,000 limit.  Our review identifies the purpose of the purchase, the

description of the goods and services the Department is purchasing, and any issues relevant to the pur-

chase.  We also classify the purchases (i.e., emergency purchase, contract extension, contract renewal,

etc.) the Department is requesting.  In addition, we review the pertinent Purchasing Division files to assure

the applicable City ordinances, Purchasing Division polices, and procedures are followed.  After complet-

ing our review, we send a memorandum to City Council with our recommendation as to whether to

approve the contract.

Based on information obtained during our reviews, the Public Lighting Department purchased approx-

imately 61% of goods and services through emergency purchases, extensions, and change orders, 19% by

contract renewals, and 20% by letting new contracts.
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COURSE SPONSOR COURSE DESCRIPTION 

13th Biennial Forum of Government Auditors Forging Government Accountability Over A Quarter Century

ACL, Ltd. ACL Audit Advantage 2000

ACL, Ltd. Automated Command Language

Association of Certified Fraud Examiners Gathering Evidence

Association of Government Accountants Today’s Role of the Internal Auditor

CardDecisions, Inc. Control Risk Self-Assessment and Facilitation

City of Detroit Budget Department BRASS Training

City of Detroit Budget Department Budget Request Seminar 

City of Detroit Human Resources Department Performance Planning and Development Workshop

City of Detroit Information Technology Services Department Beginning Microsoft Excel

City of Detroit Organization/Employee Development Services Business Writing II

City of Detroit Organization/Employee Development Services Coaching

City of Detroit Organization/Employee Development Services Detroit Resource Management System Oracle Training Administration

City of Detroit Organization/Employee Development Services Government and Non-Profit Update

City of Detroit Organization/Employee Development Services Supervisors’ Academy

Council for Continuous Improvement Council for Continuous Improvement Forum

Detroit Resource Management System Project Team Detroit Resource Management System Accounts Payable Module

Detroit Resource Management System Project Team Detroit Resource Management System Accounts Receivable Module

Detroit Resource Management System Project Team Detroit Resource Management System Administration

Detroit Resource Management System Project Team Detroit Resource Management System General Ledger Module

Detroit Resource Management System Project Team Detroit Resource Management System Management Reports

Detroit Resource Management System Project Team Detroit Resource Management System Navigation

Detroit Resource Management System Project Team Detroit Resource Management System Purchasing Module

International Quality Productivity Center Balanced Scorecard for Government

KPMG Accounting and Auditing Update

KPMG Internal Audit Roundtable

Michigan Association of Certified Public Accountants Fall Governmental Accounting and Auditing Conference

Michigan Association of Certified Public Accountants GASB 34 Accounting and Auditing Conference

Michigan Association of Certified Public Accountants Governmental Accounting and Auditing Conference

Michigan Association of Certified Public Accountants Spring Governmental Accounting and Auditing Conference

Michigan Association of Certified Public Accountants Winter Accounting and Auditing Conference

Midwestern Intergovernmental Audit Forum Fall Forum

National Association of Local Government Auditors Annual Conference of the National Association of Local Government Auditors 

Oracle Corporation Oracle E-Government Solutions

Plante & Moran, LLP “The Masters Forum, “Executive Toolbox”

Plante & Moran, LLP “The Masters Forum, “Getting From Good to Great”

Plante & Moran, LLP “The Masters Forum, “The Power of Purpose”

Plante & Moran, LLP “The Masters Forum, “Change the World”

Plante & Moran, LLP “The Masters Forum, “Radical Marketing”

The Institute of Internal Auditors (Detroit Chapter) Auditing in a Dynamically Changing Context

The Institute of Internal Auditors (Detroit Chapter) Bullet Proofing the Internal Audit Professional

The Institute of Internal Auditors (Detroit Chapter) Consulting Excellence

The Institute of Internal Auditors (Detroit Chapter) Detroit in the Year 2000

The Institute of Internal Auditors (Detroit Chapter) Digital Analysis Using Benford’s Law

The Institute of Internal Auditors (Detroit Chapter) Benford’s Law and the Number Games People Play

The Institute of Internal Auditors (Detroit Chapter) E-Commerce

The Institute of Internal Auditors (Detroit Chapter) Introduction to Information Technology and Integrated Auditing

The Institute of Internal Auditors (Detroit Chapter) Negotiating Skills

The Institute of Internal Auditors (Detroit Chapter) Network Scanning Tools

The Institute of Internal Auditors (Detroit Chapter) Operating System Security

The Institute of Internal Auditors (Detroit Chapter) Presentation Skills

The Institute of Internal Auditors (Detroit Chapter) Risk Assessment

The Institute of Internal Auditors (Detroit Chapter) Using the Internet for Audit Research

The Institute of Internal Auditors (Detroit Chapter) Value-Added Auditing

The Institute of Internal Auditors (Detroit Chapter) Vision 2000

The Institute of Internal Auditors (International Conference) International Conference 2000
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General Phone (313) 224-4037

General Fax (313) 224-4091

General E-mail Auditor_mb@ci.detroit.mi.us

ADMINISTR ATION

Joseph L. Harris, CPA, CIA, Auditor General 224-4037

Angie Harvey, CPA, CIA, Deputy Auditor General 224-4038
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AUDITORS

John Alexander 224-3101
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